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OFFICE CONSOLIDATION 


of the 


REGIONAL DEVELOPMENT 
INCENTIVES ACT 


1968260976350 
amended by 


ie VAU EYE (pe. 18) 


NOTE 


All persons making use of this consolidation are reminded 
that it has no parliamentary sanction; that the amendments have 
been embodied only for convenience of reference, and that the 
original Act and amendments thereto should be consulted for all 
purposes of interpreting and applying the law. 


17-18 ELIZABETH II 


CHAPTER 56 


An Act to provide incentives for the development of productive 
employment opportunities in regions of Canada determined 


to require special measures to facilitate economic expansion 
and social adjustment 


[Assented to 9th July, 1969] 


Her Majesty, by and with the advice and consent of the 
Senate and House of Commons of Canada, enacts as follows: 


SHORT TITLE 


1. This Act may be cited as the Regional Development short title 
Incentives Act. 


INTERPRETATION 


2. Inethis:- Act, Definitions 
(a) 


“applicant”? means an applicant for a development in- “Applicant” 
centive or an applicant for a loan guarantee under this poe & new 


970-71, 
Act; ce. 10, s. 1(1) 
(b) “approved capital costs” means the capital costs, as deter- ‘Approved _ 
mined by the Minister, of ees 


Rep. & new 
(i) establishing, a ae or modernizing a facility 1 in nae coe 


respect of which a development incentive is author-~ eee 
ized or a loan guarantee is authorized under this 
Act, or 
(1) establishing a commercial facility in respect of which 
a loan guarantee is authorized under this Act; 


(c) “capital to be employed in the operation” means, in rela- “Capital to 


tion to the establishment or expansion of a facility, the; Re coe auae 
aggregate of 


(i) the approved capital costs, 
(ii) the value, as accepted by the Minister, of the fixed 


assets that are to be employed in the operation and 
that are not included in the approved capital costs, 
and 

(iii) such amount in respect of the working capital re- 


quired for the purposes of the operation as is ap- 
proved by the Minister; 


eperaien 
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“Commercial 
facility”’ 
New 1970-71, 
c. 10, s. 1(2) 


“Designated 


““Develop- 
ment 
incentive”’ 
Rep. & new 
1970-71, 

c. 10, s. 1(8) 


“Facility” 


“Minister’’ 


“Operation” 
Rep. & new 
1970-71, 

ec. 10, s. 1(4) 


“Total capi- 
tal costs’’ 
New 
1970-71, 

ce. 10, s. 1(4) 


Designation 
of regions 


Criteria for 
designation 
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(ca) “commercial facility’? means the structures, machinery 


(d) 


(f) 


(9) 
(h) 


(7) 


and equipment that constitute the necessary components 
of a commercial operation; 

“designated region” means a region designated pursuant 
to section 3; 


“development incentive” means a primary development 
incentive, a secondary development incentive or a special 
development incentive described in section 4; 


“facility”? means the structures, machinery and equip- 
ment that constitute the necessary components of a 
manufacturing or processing operation, other than an 
initial processing operation in a resource-based industry; 


“Minister”? means the Minister of Regional Economic 
Expansion; 
“operation” means, 

(i) in relation to a facility, the manufacturing or pro- 
cessing operation of which the facility constitutes 
the necessary components, and 

(ii) in relation to a commercial facility, the commercial 
undertaking of which the commercial facility con- 
stitutes the necessary components; and 


“total capital costs’? means 

(i) the approved capital costs, 

(ii) the value, as accepted by the Minister, of the fixed 
assets that are to be employed in the operation and 
that are not included in the approved capital costs, 
and 

(i11) the value, as accepted by the Minister, of the capital- 
ized expenses incurred in bringing a new facility or 
commercial facility into commercial production or 
operation or in bringing an expanded or modernized 
facility into commercial production. 


DESIGNATION OF REGIONS 


3. (1) Subject to subsection (2), the Governor in Council, 


after consultation with the government of any province or proy- 
inces, may for the purposes of this Act by order designate as a 
designated region, for the period set out in the order, any region, 
comprising the whole of that province or those provinces or any 
portion thereof not less than 5,000 square miles in size, that is 
determined to require special measures to facilitate economic 
expansion and social adjustment. 


(2) A region may be designated pursuant to subsection (1) 


only if the Governor in Council, upon the report of the Minister, 
is satisfied that 
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(a) existing opportunities for productive employment in the 
region are exceptionally inadequate; and 


(6) the provision of development incentives under this Act 
for the establishment of new facilities or the expansion 
or modernization of existing facilities in the region will 
make a significant contribution to economic expansion 
and social adjustment within the region. 


DEVELOPMENT INCENTIVES 


Authorization of Incentives 


4. Upon application therefor to the Minister by an applicant Incentives 
proposing to establish a new facility or to expand or modernize (oi./0%, ae 
an existing facility in a designated region, the Minister may au- facilities 
thorize the provision to the applicant, subject to this Act and upon 
such terms and conditions as are prescribed by the regulations, of 


(a) a primary development incentive by way of financial 
assistance to the applicant for the establishment, expan- 
sion or modernization of the facility; 


(b) in the case of a proposal to establish a new facility or to 
expand an existing facility to enable the manufacturing 
or processing of a product not previously manufactured 
or processed in the operation, a secondary development 
incentive by way of additional financial assistance to the 
applicant for the establishment of the new facility or the 
expansion of the existing facility for that purpose; and 

(c) a special development incentive by way of financial New 
assistance to the applicant for the establishment, ex- nee 
pansion or modernization of the facility. 


Maximum Amounts 


5. (1) The amount of a primary development incentive shall Maximum 
be based on the approved capital costs of establishing, expanding evelopment 
or modernizing the facility in respect of which the primary devel- incentive 
opment incentive is authorized and shall not exceed 

(a) 20% of those approved capital costs, or 

(b) $6,000,000, 
whichever is the lesser amount. 


(2) The amount of a secondary development incentive shall Maximum 
be based on the approved capital costs of establishing or expand- ae 
ing the facility in respect of which the secondary development incentive 
incentive is authorized and on the number of jobs created directly 
in the operation and shall not exceed 

(a) 5% of those approved capital costs, 
plus 

(b) $5,000 for each job determined by the Minister to have 


been created directly in the operation. 
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Maximum (3) The amount of a special development incentive shall be 

special : 

development based 

eae ; (a) on the approved capital costs of establishing, expanding 
ep. & new sae weet : : : ; 

1970-71, or modernizing the facility in respect of which the spe- 

pole. cial development incentive is authorized, or 


(b) where such incentive is authorized in respect of a new 
facility or for the expansion of an existing facility to 
enable the manufacturing or processing of a product not 
previously manufactured or processed in the operation, 
on the approved capital costs of establishing or expanding 
the facility and on the number of jobs created directly 
in the operation, 

and shall not exceed, 

(c) in a case to which paragraph (a) applies and to which 
paragraph (b) does not apply, 10% of those approved 
capital costs, or 

(d) in a case to which paragraph (b) apphes, 

(i) 10% of those approved capital costs, 


plus 
(i) $2,000 for each job determined by the Minister to 
have been created directly in the operation. 
Maximum (4) No development incentive or combination of develop- 


incentive : : . : “7: 
or combined Ment incentives authorized in respect of a new facility or for the 


ee expansion of an existing facility to enable the manufacturing or 


eaeee processing of a product not previously manufactured or processed 
New os in the operation shall exceed the lesser of 
c. 10, 8.3 (a) $30,000 for each job determined by the Minister to have 


been created directly in the operation, and 
(b) 1% of the capital to be employed in the operation. 


Determination of Amount of Incentive 


Cnitenia for 6. Subject to this Act, the Minister may authorize the pro- 
determine® vision of a development incentive in the maximum amount provided 


incentive for by this Act or in any lesser amount, and in determining whether 
to authorize the provision of a development incentive in the 
maximum amount so provided for or in any lesser amount, the 
Minister shall take into consideration the following factors: 


(a) the extent of the contribution that the establishment, 
expansion or modernization of the facility would make 
to economic expansion and social adjustment in the 
designated region; 


(b) the probable cost to provincial, municipal or other public 
authorities of providing services or utilities required for 
or in connection with the facility; 
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(c) the amount or present value of any federal, provincial or 
municipal assistance given or to be given, other than 
under this Act, in respect of the establishment, expansion 
or modernization of the facility; 


(d) the probable cost of preventing or eliminating any 
significant air, water or other pollution that could result 
from the establishment, expansion or modernization of 
the facility ; 


(e) in the case of any proposal to establish or expand a 
facility constituting the necessary components of a pro- 
cessing operation, whether the resources to be exploited 
would be adequate, on a sustained-yield basis, to support 
the facility together with existing facilities that utilize 
the same resources; and 


(f) such other factors relating to the economic and social 
benefits and costs of the facility as the Minister considers 
relevant. 


Ineligible Facilities 


7. (1) No development incentive may be authorized under Ineligible 
this Act for the establishment, expansion or modernization of '“Uities 
any facility if, in the opinion of the Minister, 


(a) it 18 probable that the facility would be established, 
expanded or modernized without the provision of such 
an incentive; or 


(b) the establishment, expansion or modernization of the 
facility would not make a significant contribution to 
economic expansion and social adjustment within the 
designated region. 


(2) No development incentive may be authorized under Idem 
this Act for the establishment, expansion or modernization of 
any facility the capital costs of which would not, in the opinion 
of the Minister, exceed such minimum amount as is_ prescribed 
by the regulations. 


Limiting Provisions 


8. -(1) In calculating the amount of any development in- Servicing 
centive for the establishment, expansion or modernization of REST 
any facility, there may be included in the approved capital capital costs 
costs of establishing, expanding or modernizing the facility any 
capital expenditures made by the applicant to provincial, munic- 
ipal or other public authorities for the provision of services 
or utilities required for or in connection with the facility, if the 
Minister is of the opinion that the expenditures were reasonably 
and responsibly made, but no such expenditures shall be so 
included in excess of 20% of the total amount of the approved 
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capital costs of establishing, expanding or modernizing the 
facility, after deducting from those approved capital costs all 
federal, provincial and municipal grants or other financial 
assistance made or to be made in connection therewith or for 
which the applicant would ordinarily have been eligible by 
reason of the establishment, expansion or modernization of the 


facility. 
Limitation (2) In calculating the amount of any secondary development 
te capital incentive for the expansion of any facility, there may be included 


eoceanee in the capital to be employed in the operation only such part of 
that capital as is to be employed in connection with the manufac- 
turing or processing of a product not previously manufactured or 
processed in the operation. 


Prior 9. (1) No development incentive may be authorized under 

contractual : os : : : 

commitment this Act for the establishment, expansion or modernization of a 
facility for which a contractual commitment was made, whether 
or not the commitment remains in force, before 


(a) the lst day of July, 1969, or 


(b) the day on which an application for the development 
incentive is received by the Minister, 


whichever is the later date. 


Exception (2) Notwithstanding subsection (1), where an application 
for a development incentive is received by the Minister before 
the Ist day of January, 1970 in respect of a facility for which 
a contractual commitment was made on or after the Ist day of 
July, 1969, provision of the development incentive may be 
authorized and the development incentive may be paid in ac- 
cordance with this Act as if the contractual commitment had 
not so been made. 


Time _ (3) No primary development incentive or secondary devel- 
eee opment incentive may be provided under this Act 
1970-71, (a) for the establishment of a facility that is not brought 
c. 10, s. 4(1) 
into commercial production until after the 31st day of 
December, 1976; or 
(b) in the case of the expansion or modernization of a 
facility, if the expanded or modernized facility is not 
brought into commercial production until after the 31st 
day of December, 1976. 
Idem (3a) No special development incentive may be provided under 
N 
a this Act 
ce. 10, s. 4(2) (a) for the establishment of a facility that is not brought 


into commercial production until after the 31st day of 
December, 1973, or 


) 


(b) in the case of the expansion or modernization of a facility, 
if the expanded or modernized facility is not brought into 
commercial production until after the 3lst day of 
December, 1973, 


unless, in the opinion of the Minister, the facility or the expanded 
or modernized facility was not brought into commercial production 
until after the 31st day of December, 1973 for reasons beyond 
the control of the applicant. 


(3b) No development incentive may be provided under this Insurance 
Act unless, at the request of the Minister or at such times as are New 

, 1970-71, 
provided by the regulations, the applicant therefor provides toc. 10, s. 4(2) 
the Minister evidence that the facility in respect of which the 
development incentive is authorized is insured to the satisfaction 


of the Minister or in accordance with the regulations. 


(4) No development incentive may be authorized for the Where 
modernization of any facility in respect of which a development ele 
incentive has previously been authorized under this Act. authorized 


PAYMENT OF INCENTIVES 


10. When the Minister is satisfied that a facility for the Time for 


establishment, expansion or modernization of which a development Pryment 


incentive has been authorized, the amount of which was based on opment 


incentives 
(a) the approved capital costs of establishing, expanding or Rep. & new 
modernizing the facility, or pee 


(b) the approved capital costs of establishing or expanding 
the facility and the number of jobs created directly in 
the operation, 


has been brought into commercial production or, in the case of a 
facility for the expansion or modernization of which a development 
incentive has been authorized, the expanded or modernized 
facility has been brought into commercial production, the Minister 
shall pay to the applicant an amount on account of the devel- 
opment incentive not exceeding 80% of the amount estimated by 
the Minister to be the amount of the development incentive, and 
the remainder of the incentive shall be paid in such amounts and 
within such period, 


(c) not longer than 30 months from the day the facility or 
the expanded or modernized facility was brought into 
commercial production, in a case to which paragraph (a) 
applies and to which paragraph (b) does not apply, or 


(d) not longer than 42 months from the day the facility or 
the expanded facility was brought into commercial 
production, in a case to which paragraph (b) applies, 


as are prescribed by the regulations. 


Where 
region 
ceases to be 
designated 


Rep. & new 
1970-71, 
ClO Ms .6 


Incentive 
exempt from 
income tax 


Condition 
respecting 
utilization 

of manpower 
services 


Duration of 
condition 
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11. Where, before a facility for the establishment of which 
a development incentive was authorized is brought into com- 
mercial production or, in the case of a facility for the expansion 
or modernization of which a development incentive was au- 
thorized, before the expanded or modernized facility is brought 
into commercial production, the region in which the facility or 
the expanded or modernized facility is or is to be situated ceases 
to be a designated region, no amount on account of the develop- 
ment incentive shall be paid under this Act 


(a) unless the facility or the expanded or modernized facility 
is brought into commercial production within 18 months 
after the region ceases to be a designated region; or 


(b) in any other case, unless the Minister is satisfied that 


(1) substantial progress was made in establishing, ex- 
panding or modernizing the facility before the region 
ceased to be a designated region, and 


(11) after the region ceased to be a designated region, the 
establishment, expansion or modernization of the 
facility was completed with all reasonable speed. 


TAX PROVISIONS 


12. An amount payable to an applicant on account of a 
development incentive under this Act 1s exempt from income tax. 


MANPOWER SERVICES 


13. (1) It is a condition precedent to the payment of any 
amount on account of a development incentive that the applicant 
will keep the Department of Manpower and Immigration (in this 
section referred to as “the Department’’) informed of the man- 
power vacancies and requirements of the applicant in the des- 
ignated region in which the facility for the establishment, expansion 
or modernization of which the development incentive was 
authorized is or is to be situated, and that the applicant will 
further from time to time, at the request of the Department or as 
required by the regulations, 


(a) discuss with the Department the long-term plans of 
the applicant for the recruitment and training of em- 
ployees in the designated region; and 


(b) participate in and cooperate with the Department in 
respect of any programs of the Department related to 
employment counselling, placement and manpower ad- 
justment, mobility and training. 


(2) The condition prescribed by this section shall be effective 
for the period ending on the day the final payment on account of 
the development incentive is made or the 3lst day of December, 
1976, whichever is later. 


it 


LOAN GUARANTEES 
(New 1970-71, c. 10, s. 7) 


DS Ag (cls) Upon application therefor to the Minister by an Loan 
applicant proposing to guarantees 


New 
(a) establish a new facility or to expand or modernize an 1970-71, 
existing facility, or 10, s. 7 


(b) establish a commercial facility, 


the Minister may, with the concurrence of the Minister of Finance, 
subject to this Act and upon such terms and conditions as are 
prescribed by the regulations, authorize the guarantee by Her 
Majesty in right of Canada of the repayment by the applicant of 
a proportion of any loan made to him in respect of the establish- 
ment, expansion or modernization of the facility or the establish- 
ment of the commercial facility and the payment of interest by 
the applicant on the proportion of the loan so guaranteed. 


(2) No loan guarantee may be authorized under this Act in Ineligible 
respect of the establishment of a new facility or the expansion or Sa 
ew 


modernization of an existing facility unless 1970-71, 


(a) a development incentive ie 


(1) has been or could be authorized under this Act for 
the establishment of the facility or the expansion or 
modernization thereof, or 


(ii) could not be authorized under this Act for the 
establishment of the facility or the expansion or 
modernization thereof by reason only that the 
Minister is of the opinion that the facility could be 
established, expanded or modernized without the 
provision of a development incentive; and 

(b) the Minister is of the opinion that 

(i) the applicant could not obtain sufficient financing 
on reasonable terms for the establishment of the 
facility or the expansion or modernization thereof 
without such guarantee, and 

(ii) in the case of the establishment of a new facility, it 
will be brought into commercial production on or 
before the 31st day of December, 1976 and, in the 
case of the expansion or modernization of a facility, 
the expanded or modernized facility will be brought 
into commercial production on or before that date. 


(3) No loan guarantee may be authorized under this Act in Ineligible 


respect of the establishment of a commercial facility unless cou aa 


(a) the commercial services to be provided are of a class New 
prescribed by the regulations and the facility will be mee 
located within an area prescribed by the regulations for 
the purposes of this section that is within a designated 
region; and 


Maximum 
loan a pro- 
portion 

of which 
may be 
guaranteed 
New 
1970-71, 

oy TOR GK fe 


Insurance 


New 
1970-71, 
c. 10, 8. 7 


Limitations 
on 
agreements 
under the 
Government 
Organization 
Act, 1969 
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(b) the Minister is of the opinion that 


(i) the establishment of the commercial facility would 
make a significant contribution to economic ex- 
pansion and social adjustment within the designated 
region, 

(ii) the capital costs of the commercial facility will 
exceed such minimum amount as is prescribed by 
the regulations, 


(iii) the applicant could not obtain sufficient financing on 
reasonable terms for the establishment of the 
commercial facility without such guarantee, and 


(iv) the commercial facility will be brought into com- 
mercial operation on or before the 31st day of 
December, 1976. 


(4) No loan guarantee may be authorized under this Act 
where the amount of the loan to the applicant exceeds 80% of the 
amount estimated by the Minister to be the total capital costs of 
establishing, expanding or modernizing the facility or of estab- 
lishing the commercial facility in respect of which the loan is made 
minus an amount estimated by the Minister to be the aggregate 
of any development incentive and all other federal, provincial and 
municipal grants or other financial assistance given or to be given 
in connection therewith or for which the applicant would ordinarily 
have been eligible by reason of the establishment, expansion or 
modernization of the facility or of the establishment of the 
commercial facility. 


(5) A loan guarantee authorized under this Act ceases to be 
of any force or effect if the lender by whom the loan was made 
fails to provide to the Minister, at his request or at such times as 
are provided by the regulations, evidence that the facility or 
commercial facility in respect of which the guaranteed loan was 
made is insured to the satisfaction of the Minister or in accordance 
with the regulations. 


GENERAL 


14. Where, in the opinion of the Minister, a development 
incentive could be provided under this Act in respect of an 
undertaking referred to in subsection (1) of section 28 of the 
Government Organization Act, 1969, notwithstanding anything in 
that section 

(a) an agreement providing for a guarantee described in 
paragraph (a) of subsection (1) of that section may be 
entered into only if, in the opinion of the Minister, the 
approved capital costs of the undertaking would exceed 

(i) $75,000 for each job that the Minister estimates 
would be created directly in the undertaking, or 


(0) 
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(ii) $30,000,000; and 


no agreement providing for a payment described in 
paragraph (b) or (c) of subsection (1) of that section 
may be entered into in respect of the undertaking. 


REGULATIONS 


15. The Governor in Council may make regulations Regulations 


(a) 


(0) 


defining for the purposes of this Act the expressions Rep. & new 
“manufacturing or processing operation’, “initial pro- Mae, 
cessing operation”, “resource based industry” and 
“commercial operation” ; 


prescribing, for any designated region or for any class 
of manufacturing or processing operation, an amount 
less than the maximum amount of a development in- 
centive provided for by this Act, which lesser amount 
shall, in relation to that region or any manufacturing 
or processing operation of that class, be deemed to be 
the maximum amount provided for by this Act; 


(ba) prescribing any one or more development incentives that New 


(c) 


(d) 


(¢) 
(f) 


may not be authorized by the Minister in respect of a 10) ehS) 


facilities within a designated region or regions prescribed 

for the purposes of this paragraph; 

prescribing classes of fixed assets the value of which may Rep. & new 
be included in the capital to be employed in the operation pokeee 
or in the total capital costs of a facility or commercial 

facility ; 

respecting the determination of Rep. & new 


: 1970-71, 
(i) the working capital required for the purposes of any c. 10, s. 8(2) 


class of operation, and 

(ii) the capitalized expenses incurred in bringing a new 
facility or commercial facility into commercial 
production or operation or in bringing an expanded 
or modernized facility into commercial production; 


for determining whether a product is a product not 


_ previously manufactured or processed in an operation; 


respecting the determination of the amount or present Rep. & new 
value of any federal, provincial or municipal assistance A One) 
given or to be given in respect of a facility or commercial 


facility ; 


(fa) prescribing terms and conditions on which a guarantee by New 


Her Majesty in right of Canada may be authorized SOLD 


pursuant to section 13a, including terms and conditions 
relating to the payment to Her Majesty by any lender 
of a guarantee fee; 


New 
1970-71, 
e. 10, s. 8(3) 


New 
1970-71, 
c. 10, s. 8(3) 


Board to be 
established 
New 
1970-71, 

c. 10, 8. 9 


1965, c. 12; 
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(fb) prescribing the maximum proportion of any loan the 


(fe) 


(9) 
(h) 
(2) 


15a. 


repayment of which and the payment of interest on 
which may be guaranteed pursuant to section 13a; 


prescribing the nature and extent of the insurance to be 
maintained in force on any facility in respect of which a 
development incentive is authorized or on any facility or 
commercial facility in respect of which a loan guarantee 
is authorized under this Act and the times at which 
evidence of such insurance shall be provided to the 
Minister; 

respecting the determination of any matter that under 
this Act is to be determined by the Minister; 


respecting any other matter or thing that under this 
Act is to be prescribed by the regulations; and 


generally for carrying into effect the purposes and 
provisions of this Act. 


REGIONAL DEVELOPMENT INCENTIVES 
BOARD 
(New 1970-71, c. 10, s. 9) 


The Minister shall establish a Board to advise him with 


regard to the administration of this Act. 


16. 


The Minister shall, within forty days after the coming 


into force of this Act and monthly thereafter, or, if Parliament 
is not then sitting, on any of the first five days thereafter that 
Parliament is sitting, submit to Parliament a report respecting 
the administration of this Act. 


AMENDMENTS TO AREA 


17. 


DEVELOPMENT INCENTIVES ACT 


(1) Subsection (2) of section 9 of the Area Development 


1966-67, c. 6 Incentives Act is repealed and the following substituted therefor: 


No grants 
in new 
designated 
areas 


Time limited 
for applica- 
tion for 
grants 


Time limited 
for grants 


‘“(2) No development grant may be authorized under 


this Act for the establishment or expansion of a facility in an 
area that becomes a designated area after the coming into 
force of the Regional Development Incentives Act. 


(3) No development grant may be authorized under 


this Act unless the application for the grant is received by 


the 


(a) 


(0) 


Minister before the Ist day of January, 1970. 


(4) No development grant shall be made under this Act 


for the establishment of a facility that is not brought 
into commercial production until after the 3lst day of 
March, 1971, or 


in the case of the expansion of a facility, if the expanded 
facility is not brought into commercial production until 
after the 3lst day of March, 1971, 
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unless, in the opinion of the Minister, the facility or the 
expanded facility was not brought into commercial produc- 
tion until after the 31st day of March, 1971 for reasons beyond 
the control of the applicant.” 


(2) Section 10 of the Area Development Incentives Act is 
amended by adding thereto the following subsection: 


“(2) Notwithstanding subsection (1), where an applica- Exception 

tion for a development grant is received by the Minister 
before the lst day of January, 1970 in respect of a facility 
in an area that ceases to be a designated area on or after 
that date, payment of the development grant may be 
authorized and the development grant may be made in 
accordance with this Act as if the area had continued to be 
a designated area.”’ 


COMMENCEMENT 


*18. This Act shall come into force on a day to be fixed by Coming into 
proclamation. force 


*Note: Proclaimed in force August 7, 1969. (Can. Gaz. Part I, Vol. CIII, 
No. 33, p. 1998.) 
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200-2 


‘For immediate release 


INCENTIVES DESIGNATIONS EXTENDED 
’ FOR ONTARIO AND BRITISH COLUMBIA 


OTTAWA, April Ist, 1975 — The Honourable Don Jamieson, Minister of Regional 


Economic Expansion, today announced that the Kootenays region of British 
Columbia and the Renfrew-Pembroke area of Ontario will continue to be 
eligible for industrial incentives from his Department until the end of 


1975. 


Mr. Jamieson said that the designation of the two regions for assistance, 
which had already been extended to the end of 1974, would now continue until 


December 31, of the present year. 


The Kootenays region, which includes such urban centres as Cranbrook , Grand Forks , 
Kimberley, Nelson, Revelstoke, and Trail, is eligible for assistance under the 
Regional Development Incentives Act; the Renfrew-Pembroke region will continue 

to be designated as a "special Se eiee the Department of Regional Expansion 


Act. : 


‘In making the announcement , Mr. Jamieson said that the decision to extend 


the designations had been made after consultation with representatives of the 
Ontario and British Columbia governments. 

"The action we have taken", he said, "will allow additional projects to be con- 
sidered for support in these two areas while discussions continue with Ontario 
and British Columbia on possible new economic development measures that might 


be undertaken before these designations expire." 
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Pour publication imnMdiate 


PROLONGATION DES REGIONS DESICNEES 


EN ONTARIO ET EN COLOMBIE-BRITANNIQUE 


OTTAWA, le 1©° avril 1975 - M. Bas Jamieson, ministre de 1'Expansion 
économique régionale, a annoncé aujourd'hui que la région des Kootenays 
en Colombie-Britannique et celle de Renfrew-Pembroke en Ontario continue- 
ront a tre admissibles aux subventions industrielles du ministére qu'il 


dirige jusqu'a la fin de 1L'année 1975. 


M. Jamieson a déclaré que la période de désignation de ces deux régions, 


qui avait déja été prolongée jusqu'a la fin de l'année 1974, se continuera 


jusqu'au 31 décembre 1975. 


La région des Kootenays, qui comprend les centres urbains de Cranbrook, 
Grand Forks, Kimberley, Nelson, Reveistoke et Trail, est admissible a une 
aide financiére aux termes de la Loi sur les subventions au développement 
régional; quant 4 la région de Renfrew-Pembroke, elle continuera 4 étre 


désignée a4 titre de "zone spéciale" aux termes de la Loi sur le ministére de 


1'Expansion économique régionale. 


En annongant la nouvelle, M. Jamieson a fait remarquer que la décision de 
prolonger les périodes de désignation avait été prise aprés consultation avec 


les représentants des gouvernements de l'Ontario et de la Colombie-Britannique. 


"Cette mesure, a-t-il poursuivi, a été prise afin de permettre d'envisager le 
financement d'autres projets dans ces deux régions et de poursuivre, de concert 
avec l'Ontario et la Colombie-Britannique, 1'étude des nouvelles mesures de 
développement économique qui pourraient &tre prises avant la fin de la période 


de désignation." 
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REGIONAL DEVELOPMENT INCENTIVES 1974 


On April 1, 1974, a number of significant changes in the Regulations, guide- 
lines and operations of the Regional Development Incentives program come into 
effect. These changes are designed to improve the effectiveness of the program, 
to be administered by the new, decentralized organization of the Department of 


Regional Economic Expansion. 


Standard formulae are to be used to calculate the level of assistance for most 
projects, thereby giving entrepreneurs a clearer indication of the probable level 


of incentive as well as expediting the handling of applications. 


The minimum sizes of projects eligible for development incentives and loan 
guarantees have been lowered substantially. The kinds of incentives available 
have been broadened to include repayable grants for some larger projects with 


higher risk but with good profit potential if successful. 


Details of the revised program are outlined below. In addition, a sunmary of the 


changes is attached for the convenience of those familiar with the previous program. 


What type of assistance is available? 


There are two basic types of incentives available: development incentives and 
loan guarantees. 
Development incentives include the following: 
1) Development grant (non-repayable) 
2) Repayable development incentive (specifically repayable) 
3) Provisional development incentive (repayable if the project achieves 
a certain level of profitability or other objectives specified in the 


offer and accepted by the applicant). 


These development incentives are available individually or in combination. 

They also may be combined with guarantees on loans from private lenders to pro- 
vide a wide variety of assistance to fit the individual needs of entrepreneurs 
wishing to establish or expand industrial or commercial facilities in Canada's 


designated regions. 


Both development incentives and loan guarantees can be provided for firms which 
establish new manufacturing or processing facilities or expand or modernize 
existing plants. Assistance for eligible commercial projects is confined to loan 


guarantees. 


In what designated regions are these benefits available? 


Development incentives and loan guarantees are available in regions designated 
by the Governor in Council under the authority of the Regional Development 


Incentives Act. 


The regions Beet from April 1, 1974 to December=3l,.1976s. amelude all-or 
the Provinces of Newfoundland, Nova Scotia, Prince Edward Island, New Brunswick, 
Manitoba and Saskatchewan, ee ee with all of the Province of Quebec except 
the Montreal-Hull corridor, and the Province of Ontario, north of the southern 


boundaries of the Districts of Nipissing and Parry Sound. 


What industries are eligible? 
Most manufacturing and processing industries are eligible for development incentives 


and for loan guarantees. 


The list of eligible manufacturing and processing industries has been enlarged to 
include the grinding, mixing and blending of fertilizers and feedstuffs, drying 


of hides, cleaning or drying of peat moss or Irish moss, some types of concrete 


or asphalt operations, and certain operations which involve mobile equipment, 
provided that the equipment remains in the area specified by the Minister for 


at least five years. 


The major exceptions continue to be petroleum refining, certain p-rts of the 
pulp and paper industry, mining, and the growing harvesting or extracting of 
natural products. However, the processing of natural products in operations 


such as sawmills, fish plants or food processing plants continues to be eligible. 


What types of ‘commercial Tacilitues are eligible Temvloam guarantees? 


Loan guarantees can be provided for new commercial establishments which will make 


a significant impact on the economy of the area within a designated region. 


These may include business offices, warehousing and freight-handling facilities, 
shopping centres, hotels or motels, convention facilities, recreation facilities, 
or research facilities. Recreation facilities may include marinas or a variety 
of tourist attractions such as museums or art camps. Eligible commercial projects 
must be new establishments; expansions and modernizations are ineligible. 

However, it may be possible to add a new facility such as convention accommodation 


to an existing facility such as a motel or hotel. 


Further details are available in the questions concerning loan guarantees on 


pages 12-15. 


What amount of development incentive may one expect? 


The amount of the development incentive depends mainly upon the type of project 


and its size in terms of capital costs and jobs created. 


Three categories have been created. The first two (Sizes A and B) have standard 


formulae for development incentive calculations, subject to checks for viability, 


need and economic benefits. Size C projects, which do not involve a standard 
formula, require a complete evaluation prior to establishing the level of the 


incentive. 


The definitions of the three categories are as follows: 


a) Size A - projects with approved capital costs 
ACC of less than $200,000 and fewer 
than 40 jobs. 
Doe!) Sizer se ~ projects other than A cases with less than 


$1.5 million ACC and fewer than 100 jobs. 


c) Size c - projects with at least $1.5 million ACC, 
Orval “ease OU ens. 


Thus a $150,000 ACC project creating 45 jobs would be Size B, while a $1,000,000 


ACC project with 110 jobs would be Size C. 


The standard formulae for Size A and B projects are given below. They are based 
on percentages of the approved Sapa costs (ACC) and the average of the approved 
annual wages and salaries (WES) paid during the second and third years after the 
commencement of commercial production. Definitions of approved capital costs and 
approved wages and salaries are given in a later paragraph. 
a) New Facility or New Product Expansions 
1) Size A projects: 


1) Atlantic Region - 25% ACC € 30% WES 
11) Other Regions - 25% ACC & 15% WE&S 


2) Size B projects: 


ie) Atlantic Region - 25% ACC & 30% WES 
ii) Other Regions - 25% ACC & 15% WES 
b) Modernizations or Volume Expansions, Sizes A and B 


i) Atlantic Region ~ 20% ACC 
ii) . Other Regions - 20% ACC 


The full evaluation for Size C projects includes examination of the basic 
eligibility criteria, the financial need, the economic impact and project 
viability. The recommendation by departmental officials is reviewed by an 
Incentives Advisory Board prior to being referred to the Minister for decision. 
The ceilings for development incentive offers are: 
a) For new facilities and new product expansions, the lowest of 
- 25% of approved capital costs and $5,000 


for each direct job; (The initial 20% of 
capital costs may not exceed $6,000,000.) 


- $30,000 for each direct job created; or 
- 50% of the capital employed in the operation, or 


- 80% of the approved capital costs (for incentives 
determined by standard formulae). 


b) For modernizations and volume expansions, the lesser of 
- 20% of approved capital costs; 
- $6,000,000. 


Could you provide an example of an incentive calculation using a standard formula? 


Assuming the applicant meets other requirements concerning equity, need, etc., 
consider a new facility for the Atlantic Region with estimated approved capital 
costs of $100,000, employing 10 people, with forecast eligible payrolls in the 
second and third years of $70,000 and $93,000 respectively. The estimated develop- 
ment incentive based on 25% of the estimated approved capital costs plus 30% of 
the average estimated approved wages and salaries would be: 


(295% x $100,000) + (30% x 70,000 F 93,000 ) = .Sho 150 
2 


Since the incentive calculated according to the standard formula is less than any 
of the ceilings previously described, and detailed in the appendix, the offer would 
be $49,450. The initial payment and any interim payments would be based on this 
offer, provided the performance is in line with the plans outlined and all terms 


and conditions of the offer are met. The final payment would be adjusted to 


reflect the actual capital costs (approved capital costs) and the actual wage 


and salary bill (approved wages and salaries) defined below. 


Would you define the terms used in determining the amount of a development 


incentive? 


Approved Capital Costs (ACC) include the capital cost to the applicant of pur- 
chasing buildings, machinery and equipment plus the direct cost of designing, 
acquiring, constructing, transporting and installing the assets. Interest and 
insurance during construction, if normally capitalized by the applicant, are 


also included. 


Leased machinery and equipment may be included under certain arrangements. 


Transport vehicles used exclusively between two parts of an operation are eligible. 


Land and automobiles are not eligible assets, nor are delivery vehicles used 


primarily to transport goods to locations other than parts of the same operation. 


Capital to be employed in the operation is the total of: 
(a) the approved capital costs; 
(b) the value of other fixed assets (such as land); 


(c) an amount of working capital appropriate to the operation at 
intended plant capacity. 


The number of jobs for development incentives purposes is based on the additional 
direct jobs in the manufacturing or processing operation. The approved wages and 
salaries paid to such persons are used to calculate most incentives, but it is 
necessary to calculate the number of jobs to ensure that the maxima, as specified 
in the Act, are not exceeded. The number used is the number of jobs created during 


the third year, normally on the basis of 200 man-days of plant operation. 


Approved wages and salaries consist of the average eligible wages and salaries 
for the second and third years of commercial production. These Seuteees the wages, 
Salaries and overtime pay of employees of the applicant, plus employees of in- 
dependent contractors or persons working under a management contract performing 
work related to the manufacturing operation in the facility. Ineligible wages 
and salaries include excessive payments for overtime or to the principals of the 


enterprise. 


A new product expansion is an expansion of a facility to produce a product that 
is significantly different from any. product manufactured or processed in the 
facility during the past three years. It must also be established that the new 
product could not be manufactured or processed economically in that operation 


unless the facility is expanded and additional machinery and equipment installed. 


What Size Of project can be elicible Tor a ceve lopment tnocntive: 


The approved capital costs for new facilities, for new product expansions, for 


volume expansions and for modernizations must be at least $25,000. 


However, if a new facility or new product expansion has capital costs commensurate 
with the nature of the undertaking, but in no case less than $5,000, an offer can 


be made if at least five direct jobs are created in the operation. 


How much equity capital must one invest in the project? 
Normally, the applicant must provide equity equal to at least 20% of the total 


capital employed in the project. 


For expansions and modernizations, the equity must be equal to at least 20% of 


the new assets and 20% of the book value of other assets of the facility at the 


time of application. 


Seer Oe 
The amount of the equity includes share capital, surplus accounts and sub- 
ordinated shareholders' loans, adjusted for such items as intangibles, appraisal 
increases, amounts due from shareholders, capitalized pre-operating expenses or 


similar items which may inflate the equity figure unreasonably. 


The equity requirement may be increased for high risk or sensitive projects. In 
certain unusual circumstances, the Minister may approve a project where the 
applicant's equity is less than that specified above but never when it is below 


20% of the approved capital costs. 


When must _one provide this equity? 


The equity should be committed to the project as soon as possible in order to 
ensure that the entrepreneur has an early stake in the operation and is committed 
to achieving its success. Unless special authorization is given, the equity 
should be provided at the latest By the start of commercial production. In any 


event no incentive payment will be made until the equity is provided. 


Are there any exceptions to the standard formulae for size A & B cases? 


Generally, no. 


Standard formulae were introduced to make approvals more systematic, to indicate 
the probable amount of incentive and to accelerate the decision process. However, 
an applicant may request an exception to the standard formula. The review 
sequence would require a recommendation to the Minister by the Provincial Director 


General, by the Regional Assistant Deputy Minister and by the Advisory Board. 


Must be eligible assets be new? 
No. 


Used buildings, machinery and equipment may be included as eligible assets, 
provided they are in suitable condition and purchased in arm's length trans- 
actions. It is also possible to include certain rebuilding, transporting and 
installation costs for assets owned by the applicant or an associated company 
and moved to the facility, even though the capital costs of these assets may not 


be included as eligible assets. 


When will the development incentive normally be paid? 
The first payment, of up to 80% of the approved total incentive, can be made 


after the plant is in commercial production and after an inspection has revealed 


that the project is operating in accordance with the terms of the offer. 


The remainder of the approved incentive will be paid within 30 months after the 
start of commercial production for an expansion or modernization or within 42 
months for a new plant or new product expansion; but no sooner than 24 or 36 months 


respectively. 


Are there payment provisions for phased projects? 


Yes. 


Interim payments are permitted to prevent undue hardship to an entrepreneur who 
must install assets over an extended period of time following commencement of pro- 
duction such as in a multiphase project. Interim payments less than 25% of the 


initial payment are not authorized. 


The commencement of commercial production may be certified when the requirements 
in relation to the first phase have been met. However, due to legislative 


restraints, all phases of construction must be completed within the control period, 
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and the eligible wage and salary bill must be calculated for years two and three 


following commencement of commercial production of the first phase. 


What happens if the original estimates of capital costs or jobs are not met 
during the second and third years? 
If the project is carried out substantially in accordance with the plans au- 


thorized when making the offer, adjustments will be made at the time of the final 


payment. 


Incentives may be adjusted upwards at that time, based on increases of up to 
25% above the estimated capital costs and approved new jobs. If the capital costs 


or jobs are less than forecast, the final payment will be based on the reduced 


figures. 


Before making any significant change to the project, the applicant should consult 
with the Department because changes which alter the substance of the project may 


cause it to be re-evaluated. 


How does the development incentive affect taxes? 


Development incentive payments are exempt from income tax. However, for capital 
cost allowance purposes, the value of the assets of the facility must be decreased 


by an amount equal to the development incentive. 


Are there any other conditions respecting development incentives? 


Yes. 


There are a number of conditions which are outlined in the Regional Development 
Incentives Act and Regulations. The applicant should review these in detail 
before submitting an application. For convenience, some of these conditions 


are listed below: 
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Applications for incentives must be received while the project is in the 
planning stage, before any contractual commitments are made for buildings, 
machinery or equipment. No incentive can be paid in respect of a project 


committed before an application is received. 


The applicant must certify that a development incentive is a significant 


factor in his decision to proceed with the project. 


The applicant and firms subject to control in common with the applicant 
must normally continue to operate other Canadian facilities manufacturing 
similar products at the same level or a higher level than at the time of 


applying for the incentive. 


The applicant must co-operate with Canada Manpower Centres in the recruit- 
ment and training of personnel, and must undertake to employ, to the 
maximum extent practicable, residents of the region in which the facility 


is located. 
There must be satisfactory control of pollution. 


The applicant must give manufacturers in Canada a reasonable opportunity 
to supply, competitively, the machinery and equipment for the project 
and give consultants in Canada a reasonable opportunity to bid on contracts 


relating to the project. 


Are there any deadlines? 


Applicants have ninety days from the date of an offer of a development incentive 


tO accept. at. 


The offer will state a mutually acceptable time by which construction and 
commercial production must commence. If these deadlines cannot be met, an 


extension may be given upon a request in advance. 
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Incentives can be provided only for facilities that will be brought into commercial 


production before December 31, 1976. 


Can one get a loan guarantee to cover the balance of a project's cost in 


addition to the development incentive? 
No. 


Loan guarantees are not intended to cover the entire cost of the project. 

They are provided to help the applicant secure the debt financing he requires 
from private lenders on normal terms and conditions to finance the project, 
over and above what he provides through his own equity, unguaranteed loans and 


grants from government agencies. 


Must a manufacturing or processing project be eligible for development incentive 


assistance in order to qualify for a loan guarantee? 


In most cases, yes. 


However, if a project has been ruled ineligible for a development incentive 
because, in the opinion of cae Minister, it is probable that the facility would 
be established, expanded or modernized without the provision of a development 
incentive, the department may confine its offer to a loan guarantee in order to 


ensure the provision of adequate debt financing. 


Does the rule concerning prior commitments apply for loan guarantees? 


Manufacturing or processing projects that have been ruled ineligible for develop- 
ment incentive support due to a prior commitment are also ineligible for loan 
guarantee assistance. However, for commercial facilities a prior commitment in 


the development stage of the project would not prevent the Department from 


offering a loan guarantee. 
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What is the maximum guarantee? 


By regulation, the guarantee cannot exceed 90% of the total amount of the advances 
made by the lender. In addition, the Act precludes a loan guarantee if the loan 
exceeds 80% of the estimated total capital costs, after deducting the DREE 


development incentive or assistance from other government agencies. 


How small can the project be to obtain a loan guarantee? 
Projects with total capital costs of $100,000 or over may qualify for loan 


guarantee assistance. 


Thus a project with $90,000 ACC, $5,000 land and $5,000 capitalized expenses 
would qualify, whereas one with $50,000 ACC, $5,000 land, no capitalized expenses 


and $45,000 working capital would not. 


re theveweny iLeesto iobtaim this guarantee? 


Yes. 


Lenders are required to pay the Department a fee of one per cent per annum, which 
is ordinarily collected from the applicant and is calculated on the declining 


monthly balance of the portion of the loan which is guaranteed. 


Can anyone provide the loan? 


Any lending institution which is active in the Canadian financial community and 


has a demonstrated capacity to service the loan would be acceptable. 


Exceptions would be lenders with questionable sources of funds, companies which 
are directly related to the applicant, and government bodies or agencies unless 
such government assistance is essential and the loan guarantee is accepted by 
the Minister of DREE and the Minister of Finance. The guarantee is made to a 
specific lender regarding a specific loan. It is not transferable or negotiable 


without prior approval from DREE. 


Who locates the lender? 
It is the applicant's responsibility to find an appropriate lender, although 
guidance may be provided by the DREE provincial office for applicants requiring 


such assistance. 


How does the loan guarantee work? 
There are two basic types of guarantee. 


In a shared-risk guarantee, DREE shares with the lender any and all losses 
ultimately sustained after liquidation and realization of security held to 
support the loan. The share percentage is agreed in each case (e.g. 80%:20%, 

or 90%:10%). This type of guarantee is particularly attractive when the security 
has uncertain value and judgemental factors such as markets, management capacity 


and overall viability are of prime importance. 


An incremental guarantee insures the incremental portion of a loan over and above 
the amount which the lender would advance with no guarantee. The guarantee 
covers 100% of the loss on that portion but no more. Normally, the incremental 
portion must not exceed: 

(ay “the app licame's equidar: 


(b) one-third of the total ioan amount 
if the loan term is five years or less; 


(c) one-quarter of the total loan amount if the 
loan term is more than five years. 


Incremental guarantees are most useful in mortgage-type lending circumstances 
when primary security consists of real property or other assets with an easily 


identifiable liquidation value. 


sae 
Do the conditions concerning Canadian machinery and equipment, Canadian consul- 


tants, control of pollution and the use of Canada Manpower Centres apply for 


loan guarantees? 


Yes. 


How may one apply for a development incentive or loan guarantee? 


Most applications will be evaluated in the province in which the project is to 


be located. The principal DREE processing offices are as follows: 


St. VUoOhn Sianeli. Charlottetown, P.E.I. 
Halitax, Nvs. Fredericton, N.B. 
Montreal, Que. Thunder Bay, Ont. 
Winnipeg, Man. Regina, Sask. 


While a prospective applicant may wish to obtain application forms or other 
material from the closest DREE office, he will receive more expeditious service 
if he deals directly with the appropriate DREE office in the province where the 


facility will be located. 


APPENDIX 


ILLUSTRATION OF THE CALCULATION 
OF A DEVELOPMENT INCENTIVE 
USING STANDARD FORMULA 


(as estimated at time of offer) 


Case Data 
Approved capital costs $100 ,000 
Approved wage and salary bill - year 2 $70 ,000 
- year 3 $93,000 
Estimated working capital at full capacity $85,000 
Incentive formula - Atlantic - 25% ACC 30% WES 
- Other - 25% ACC 15% WES 
Actual number of jobs in year 3, tabulated on basis 
of man-days divided by number of days plant operated 10 
Incentive Calculation - if project is in Atlantic Region. 
25% x $100,000 ACC = $25 ,000 
30% x salary & wage bill 
-3(70,000 + 93,000) = $24,450 
2 
S49 5450 
Incentive Calculation - if project is not in Atlantic Region. 
25% x $100,000 = $25 ,000 
-15(70,000 + 93,000) = $12,225 
2 
$37,225 


Cross-check to ensure that incentive is within the maxima established by 
legislation and guidelines. 


1. One half of capital employed 
.5(100,000 + 85,000) = $92,500 


2. Maximum formula established 
by legislation 
25° OL 100,000, ACC = $25 ,000 
$5,000 x 10 jobs $50 ,000 


$75 ,000 


3. $30,000 per job 
305000 210 obs 


$300 ,000 


4. 80% of $100,000 ACC Z $80,000 


Since the incentive does not exceed any of the four ceilings, 


the offer is $49,450. 


SUMMARY OF CHANGES TO THE 


REGIONAL DEVELOPMENT INCENTIVES PROGRAM 


A number of significant changes in the RDIA program will come into effect on 


April 1, 


Ie vou 


1974. For the benefit of those already familiar with the program, a 


these changes follows: 


- Some new regions have been designated, some have had designation 


extended and others have ceased to be designated. 


- Standard formulae are to be used to calculate the level of 
incentive for most projects. This will give entrepreneurs a 
clearer indication of the probable incentive, and will expedite 


the handling of operations. 


- Large projects may be offered a wider range of development in- 
centives, including some which are repaid specifically or pro- 
visionally, in whole or in part. These can be used in combination 


with non-repayable incentives (grants) or with loan guarantees. 


- Smaller projects are now eligible for development incentives. 
The minimum capital cost for new facilities, new product expansions, 
expansions to produce similar products, and. medernizations, is 
reduced to $25,000. If five or more direct jobs are created, a new 
facility or new product expansion may have lower capital costs, but 


in no case may these costs be less than $5,000. 


- The list of eligible industries has been enlarged to include the 
grinding, mixing and blending of fertilizers and feedstuffs, drying 
of hides, cleaning or drying of peat moss or Irish moss, some types 


of concrete or asphalt operations, and certain operations involving 


mobile equipment, provided that the equipment remains in thé 


area specified by the Minister for at least five years. 


Eligible assets may now include certain off-site assets used 
exclusively for the operation, such as transportation vehicles 
(other than passenger motor vehicles) used between separate 


sections of a facility. 


Under special circumstances, leased machinery and equipment may 


be considered as eligible assets for incentive purposes. 


Increases over the original estimates of approved capital costs 
and new jobs may be accepted up to an additional 25 per cent 


instead of the previous 15 per cent. 


An incentive for a new facility is contingent upon the continued 
operation, at the same level or at a higher level than at the 

time of applying for the incentive, of all other Canadian plants 
of the applicant, or firms subject to the control of the applicant, 


which manufacture similar products. 


Fees for loan guarantees have been reduced to 1 per cent per annum 
calculated on the declining monthly balance of the portion of the 


loan which is guaranteed. 


The minimum total capital cost for manufacturing or processing 
facilities or for commercial facilities receiving loan guarantees 


has been reduced to $100,000. 


Research facilities have been added to the list of establishments 


eligible for loan guarantees. 
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SUMMARY OF 


CHANGES TO 


THE REGIONAL DEVELOPMENT INCENTIVES PROGRAM 


A number of significant changes in the RDIA 
program will come into effect on April 1, 1974. 
For the benefit of those already familiar with the 
program, a list of these changes follows: 


—Some new regions have been designated, 
some have had designation extended and 
others have ceased to be designated. 


—Standard formulae are to be used to calculate 
the level of incentive for most projects. 
This will give entrepreneurs a clearer in- 
dication of the probable incentive, and 
will expedite the handling of operations. 


—Large projects may be offered a wider range 
of development incentives, including some 
which are repaid specifically or provisionally, 
in whole or in part. These can be used in 
combination with non-repayable incentives 
(grants) or with loan guarantees. 


—Smaller projects are now eligible for 
development incentives. The minimum 
capital cost for new facilities, new product 
expansions, expansions to produce similar 
products, and modernizations, is reduced to 
$25,000. If five or more direct jobs are 
created, a new facility or new product 
expansion may have lower capital costs, 
but in no case may these costs be less than 
$5,000. 


—The list of eligible industries has been en- 
larged to include the grinding, mixing and 
blending of fertilizers and feedstuffs, drying 
of hides, cleaning or drying of peat moss or 
Irish moss, some types of concrete or 
asphalt operations, and certain operations 


involving mobile equipment, provided that 
the equipment remains in the area specified 
by the Minister for at least five years. 


—Eligible assets may now include certain off- 
site assets used exclusively for the operation, 
such as transportation vehicles (other than 
passenger motor vehicles) used between 
separate sections of a facility. 


—Under special circumstances, leased machin- 
ery and equipment may be considered as 
eligible assets for incentive purposes. 


—Increases over the original estimates of ap- 
proved capital costs and new jobs may be 
accepted up to an additional 25 per cent 
instead of the previous 15 per cent. 


—An incentive for a new facility is contingent 
upon the continued operation, at the same 
level or at a higher level than at the time 
of applying for the incentive, of all other 
Canadian plants of the applicant, or firms 
subject to the control of the applicant, 
which manufacture similar products. 


—Fees for loan guarantees have been reduced 
to 1 per cent per annum calculated on the 
declining monthly balance of the portion of 
the loan which is guaranteed. 


—The minimum total capital cost for manu- 
facturing or processing facilities or for com- 
mercial facilities receiving loan guarantees 
has been reduced to $100,000. 


—Research facilities have been added to the 
list of establishments eligible for loan gua- 
rantees. 
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RESUME DES CHANGEMENTS APPORTES AU PROGRAMME 
DE SUBVENTIONS AU DEVELOPPEMENT REGIONAL 


Un certain nombre de changements importants au 
programme LSDR entreront en vigueur le 1° 
avril 1974. La liste qui suit a été préparée a l’in- 
tention de ceux qui connaissent bien le pro- 
gramme. 


—De nouvelles régions ont été désignées, cer- 
taines ont bénéficié dune prolongation, 
d’autres ne le sont plus. 


—Pour la plupart des projets, des formules 
types seront utilisées pour calculer le mon- 
tant de l’aide, ce qui permettra aux entre- 
prises de se faire une idée plus juste du 
montant probable de la subvention et accé- 
lérera étude des demandes. 


—Les projets de grande envergure peuvent 
béneéficier d'une gamme plus variée de sti- 
mulants au développement, dont certains 
sont obligatoirement ou conditionnellement 
remboursables, en tout ou en partie. On 
peut combiner ces derniers avec des sti- 
mulants non remboursables (subventions) ou 
avec des garanties de préts. 


—Des projets de moindre envergure sont main- 
tenant admissibles aux subventions au dé- 
veloppement. Le cott d’immobilisation mi- 
nimum a été réduit a $25,000, pour les 
nouveaux établissements, les agrandisse- 
ments en vue de permettre la fabrication de 
nouveaux produits ou des produits sembla- 
bles et les modernisations. Si au moins 5 
emplois directs sont créés, le cot d’immo- 
bilisation pour un nouvel établissement ou 
un agrandissement en vue d’un nouveau 
produit peut étre moins élevé, mais en 
aucune circonstance inférieur 4 $5,000. 


—On a allongé la liste des activités industrielles 
admissibles de maniére a y inclure la mou- 
ture, le malaxage ou mélange d’engrais ou 
d’aliments pour les animaux, le séchage de 
peaux, le nettoyage ou le séchage de tourbe 
ou de mousse d’Irlande, certaines activités 
reliées au béton ou a lasphalte, certaines 


entreprises mobiles de fabrication ou de 
transformation, a condition que le matériel 
utilisé reste dans le secteur précisé par le 
Ministre pendant au moins cing ans. 


—tL/actif admissible peut maintenant englober 


certains éléments d’actif situés en dehors de 
V’emplacement principal et servant exclusi- 
vement a l’exploitation, notamment les 
véhicules de transport (autres que les véhi- 
cules a moteur non utilitaires) utilisés entre 
des sections distinctes d’un établissement. 


—Dans certaines circonstances spéciales, lou- 


tillage et le matériel loués peuvent étre con- 
sidérés comme des actifs admissibles aux 
fins des subventions. 


—QOn peut maintenant dépasser, dans une pro- 


portion maximale de 25% au lieu de 15% 
auparavant, le cott d’immobilisation ap- 
prouvé et le nombre d’emplois prévus a 
Porigine. 


—Dans le cas d’une subvention touchant un 


nouvel établissement, toutes les autres usines 
canadiennes du requérant ou des entreprises 
soumises a son contrdéle fabriquant des pro- 
duits semblables doivent continuer leur 
exploitation au méme rythme ou a un 
rythme supérieur a celui de l’époque ou la 
demande de subvention a été faite. 


—tLes droits de garanties de préts ont été ré- 


duits a 1% par année et sont calculés sur le 
solde mensuel décroissant de la partie du prét 
qui est garantie. 


Le cott d’immobilisation minimal qui doit 
étre engagé pour les établissements de fa- 
brication ou de transformation ou les éta- 
blissements commerciaux bénéficiant de 
garanties de préts a été réduit a $100,000. 


—tLes établissements de recherche ont été 


ajoutés a la liste des entreprises admissibles 
aux garanties de préts. 
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